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Results of Examinations 


The papers of 375 candidates for the 
certified public accountant certificates who 
sat for examination on November 15th 
and 16th in states codperating with the 
American Institute of Accountants have 
been graded by the Institute’s examiners. 

The results as reported to codperating 
state boards showed that 11 per cent of the 
candidates passed, 20 per cent were condi- 
tioned in one subject and 69 per cent failed. 
In the May sessions, 21 per cent of the can- 
didates passed, 19 per cent were conditioned 
and 60 per cent failed. 

Candidates sat for the Institute’s stand- 
ard examination in 28 states which held 
sessions this fall. 


State Legislation 


The committee on state legislation of 
the American Institute of Accountants en- 
deavors to keep track of all bills introduced 
in state legislatures affecting the practice 
of accountancy and requests that members 
of the Institute and others forward to the 
committee any information of this charac- 
ter which may come to their notice. 

In 1935 all but a few of the state legis- 
latures will meet either in regular or special 
session. It is expected that many new bills 
and amendments to accountancy laws will 
be introduced. Many of them will no 
doubt be considered undesirable by the state 
societies of certified public accountants and 
by the Institute. In order that informa- 
tion on state accountancy legislation may 
be readily available at a central source, it 
is imperative that the Institute’s commit- 
tee on state legislation be kept informed 
of all developments. Members and other 
accountants are, therefore, earnestly re- 
quested to advise the secretary of the In- 
stitute whenever they learn of proposed ac- 
countancy legislation. 

Members who actively participate in ef- 
forts to obtain the enactment or amendment 
of laws affecting the practice of the pro- 
fession are required so to notify the secre- 
tary of the Institute under the provisions 
of rule No. 7 of the rules of professional 
conduct. 


Committee Appointments 


In addition to committee appointments 
announced last month, the president has ap- 
pointed the following members to serve on 
committees during the current fiscal year: 


COMMITTEE ON EDUCATION 


For three years 
Roy B. Kester, chairman, New York. 


For two years 

George E. Bennett, Syracuse. 

Warren W. Nissley, New York. 

For one year 

J. Hugh Jackson, Stanford University, Calif. 
James M. McConahey, Seattle. 


SPECIAL COMMITTEE ON COOPERATION WITH 
NATIONAL RECOVERY ADMINISTRATION 
Wayne Kendrick, chairman, Washington, 

Philip N. Miller, New York. 
C. Oliver Wellington, New York. 


SPECIAL COMMITTEE ON DEVELOPMENT OF THE 
INSTITUTE 


John F. Forbes, chairman, San Francisco. 
Elliott Darby Adams, Knoxville. 
James C. Addison, Des Moines. 

A. DeWitt Alexander, San Francisco. 
William H. Ball, Detroit. 

Russell S. Bogue, Tampa. 

Joseph A. Boulay, Minneapolis. 
Marvin Orion Carter, Memphis. 
William J. Christian, Birmingham. 

A. Crawford Clarkson, Columbia. 
George B. Clegg, Jr., Providence. 
James D. M. Crockett, Kansas City. 
Robert Hall Crook, Meridian, Miss. 
George T. Durham, Richmond. 
Charles E. Elberson, Winston-Salem. 
P. W. Fisher, Jacksonville, Fla. 

J. H. Gilby, Chicago. 

Louis S. Goldberg, Sioux City. 

Berl G. Graham, Cincinnati. 

Arden O. Grover, Duluth. 

Alfred N. Hilton, Norfolk. 

Joel Hunter, Jr., Atlanta. 

F. S. Jacobsen, Helena. 

Harold C. Jordan, Portland, Me. 
Wayne Kendrick, Washington, D. C, 
Elton C. Loucks, Omaha. 

Harry J. Mack, Wilmington, 
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Fred L. Main, New York. 

William F. Marsh, Pittsburgh. 
Ralph B. Mayo, Denver. 

Harold A. Mock, Boston. 

Walter Alexander Musgrave, Hartford. 
Herbert W. McIntosh, Portland, Ore. 
Thomas Miller McIntyre, Nashville. 
J. R. Nelson, Dallas. 

Lewis A. Oates, Miami. 

Thomas J. O’Brien, Jr., Savannah. 
Kennon Webster Parham, Raleigh. 
Merrill C. Patten, Greenville, S. C. 
Willis H. Plunkett, Phoenix. 

Charles C. Potter, Orlando. 
Abraham H. Puder, Newark. 

Dick D. Quin, Jackson, Miss. 
Raymond H. Rebsamen, Little Rock. 
Edgar S. Reinberger, Pine Bluff. 
Edward S. Rittler, New Orleans. 
Lewis Sagal, New Haven. 

August J. Saxer, St. Louis. 

J. B. Scholefield, Los Angeles. 
Adrian V. Seay, Houston. 

Thomas J. Shannon, St. Paul. 

Otto A. Shults, Rochester. 

Walter H. Shultus, Grand Rapids. 
Hugh A. Sinclair, Milwaukee. 

S. Charles Steele, Fairmont, W. Va. 
J. Bryan Stephenson, Albuquerque. 
Frank C. Taylor, Beaumont. 

Roscoe L. Thomas, Butte. 

Clarence L. Turner, Philadelphia. 
Ross T. Warner, Tulsa. 

Robert E. Warren, Cleveland. 
Luther K. Watkins, Buffalo. 
Rodney D. White, Seattle. 

Frank L. Wilcox, Waco. 

T. Dwight Williams, Oklahoma City. 
Ray G. Wood, Salt Lake City. 
Ernest E. Wooden, Baltimore. 
Stephen Smith Yeoman, Indianapolis. 
L. Tipton Young, Louisville. 


Roy B. Kester, New York, new chair- 
man of the committee on education, has 
been appointed a member of the special 
committee on development of accounting 
principles. ‘The names of other members 


of this committee appeared in the Novem- 
ber Bulletin. 


William O. Bartle, Houston, has been 
appointed a member of the special commit- 
tee on state corporation laws, to fill a 
vacancy. 
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Lewis D. Byerly 


Lewis B. Byerly, of Philadelphia, who 
was admitted to the Institute as a member 
in 1932, died on November 11, 1934. Mr. 
Byerly was associated with the Philadel- 
phia firm of John Heins & Co. for eleven 
years preceding his death. Prior to his 
entering the practice of public accounting, 
he had been employed by several industrial 
organizations of Philadelphia. He re- 
ceived a certificate as a certified public ac- 
countant from the state of Pennsylvania 
in 1931. 


A. Allister Clark 
A. Allister Clark, of Winnipeg, Mani- 


toba, a member of the Institute since No- 
vember, 1933, died on November 18, 1934. 
For five years Mr. Clark was a resident of 
New York, returning to his home at Win- 
nipeg shortly before his death. 

He was born in 1896 at Montreal and 
lived during his youth at Winnipeg, where 
he was educated. He was employed as a 
clerk for four years by an insurance com- 
pany of that city, and in 1919, joined the 
local staff of Peat, Marwick, Mitchell & 
Co. In 1928 he was transferred to the 
New York office of the firm. 

Mr. Clark was a member of the Institute 
of Chartered Accountants of Manitoba. 


George Arthur Ruhl 


George Arthur Ruhl, of Baton Rouge, 
La., who was elected to membership in the 
Institute last July, died on November 11, 
1934, after a protracted illness. 

Mr. Ruhl was born in 1876 at La- 
Grange, Ind. He entered public account- 
ancy practice in 1919. For over a year 
he was assaciated with the New Orleans 
office of Peat, Marwick, Mitchell & Co. 
In 1921 he- became a partner in the firm 
of Scott & Ruhl in New Orleans, which 
was dissolved after a year. From that time 
Mr. Ruhl practised individually. 

He was a certified public accountant of 
Louisiana and in 1926 served as president 
of the Society of Louisiana Certified Pub- 
lic Accountants. 
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REPORT BY THE COUNCIL 


The work of the American Institute of 
Accountants has grown to such an extent 
that it is difficult for one not wholly famil- 
iar with the details to understand how 
broad is the scope of activity and how im- 
portant to the accountancy profession are 
the implications of much of what is being 
done. 


The council, therefore, has ordered that 
this summary of the past year’s work, as re- 
flected by reports submitted at the annual 
meeting, be published for the information 
of members and associates. 


Members are urged to study the reports 
themselves when they appear in the Year- 


_ book, which will be published soon. This 


summary can not include all the valuable 
material which various committees have as- 
sembled, but it may afford a bird’s-eye view 
of the program as a whole. 


ACCOUNTING STANDARDS 


The Institute has had an important part 
in several developments during the past 
year which will have a pronounced effect 
on accounting standards in this country. 
First, in the order of time, were discussions 
with the New York stock exchange, re- 
sulting in endorsement by the exchange of 
several broad rules or principles of account- 
ing and a standard accountant’s report or 
certificate, with which members are already 
familiar. Second, came the Institute’s par- 
ticipation in drafting rules of fair practice 
for investment bankers, under N. R. A., 
which included provisions affecting account- 
ing reports of issuers of securities, among 
them a requirement of annual independent 
audits so long as part of an issue shall re- 
main outstanding. Third—were discus- 
sions with the securities and exchange com- 
mission following passage of the national 
securities and exchange act, including 
amendments to the federal securities act of 
1933. These conversations afforded an op- 
portunity to urge that regulations promul- 
gated by the commission be consistent, so 
far as accounting provisions were con- 
cerned, with the principles adopted by the 
stock exchange and laid down in the in- 
vestment bankers’ code. 


A committee of the Institute recom- 
mended that the same type of financial re- 
port should serve for listing of corporations 
on a securities exchange, for registration 
statements and prospectuses under the se- 
curities act—and for annual reports. It was 
also recommended that there be a substan- 
tial reduction of the amount of informa- 
tion required by the regulations under the 
securities act in order to relieve the com- 
panies of the preparation of voluminous 
statistics of little value to the investor. 

As this report is written, publication of 
regulations governing registration under 
both federal acts concerning securities is 
expected at any moment. Advance state- 
ments by the chairman of the securities and 
exchange commission indicate that the new 
regulations are expected to lighten the bur- 
den of registration imposed on corporations 
by the old regulations under the securities 
act of 1933. 

The special committee on accounting 
principles came forward with the recom- 
mendation that the rules or principles en- 
dorsed by the stock exchange now be offi- 
cially adopted by the Institute, and the 
council on October 15th adopted them. 
In addition, the council officially recorded 
its disapproval of a not uncommon method 
of procedure, which had been the cause of 
stop-order proceedings by the federal trade 
commission under the securities act. 

The rules or principles which have now 
been adopted as official expressions of the 
Institute were published in the November 
Bulletin and will appear in the Yearbook. 


ETHICAL STANDARDS 


The council expressed commendation of 
the committee on professional ethics, which 
had labored zealously and effectively in 
the maintenance of ethical standards. 

The committee considered a great many 
complaints and inquiries, many, of course, 
of a minor character, but all requiring care- 
ful attention. The committee had the un- 


pleasant duty of filing several formal com- 
plaints during the year, and the council 
sitting as a trial board considered the 
charges involving members of the Institute. 
Official reports of these cases appear else- 
where. 
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The committee on ethics also submitted 
certain resolutions, which were adopted by 
the council, concerning matters of import- 
ance to the profession at the present time. 
These resolutions were published in the 
November Bulletin and will appear in the 
Yearbook. 


EXAMINATIONS 


The board of examiners continued to do 
its full part in the maintenance of high pro- 
fessional standards. 

The board devotes a great deal of time 
and thought to the continual improvement 
of the Institute’s examinations, which are 
now used by thirty-five states and terri- 
tories in their C.P.A. examinations under 
the plan of codperation. The plan has been 
altered slightly to permit states to adopt 
the Institute’s examinations without re- 
quiring that the papers be submitted to the 
Institute for grading. 

Last year the board also examined more 
than 250 applicants for admission to the 
Institute. 


EXECUTIVE COMMITTEE 


At the annual meeting the council ap- 
proved all the acts of the executive com- 
mittee which, as usual, had ably adminis- 
tered the affairs of the Institute between 
meetings of the council. Among the acts 
of the executive committee were the incor- 
poration of the Benevolent Fund for the 
assistance of needy members; the publica- 
tion and sale of standard bank confirma- 
tion forms devised by the special commit- 
tee on codperation with bankers; the ap- 
proval of briefs filed with congressional 
committees on the 1934 revenue bill and 
the securities and exchange bill; authoriza- 
tion of the president to appoint new com- 
mittees on development of accounting prin- 
ciples, state corporation laws and federal 
corporation law. The executive commit- 
tee also communicated frequently with the 
officers of the national recovery adminis- 
tration with reference to proposed codes 
for accountants which had been filed by 
several bodies of accountants, but are ap- 
parently having no further consideration. 
The committee gave a great deal of atten- 
tion to the difficulty which American ac- 
countants have encountered in entering 
Canada to discharge engagements arising in 


the course of their regular practice. Under 
authority of the executive committee the 
Institute has codperated in various ways 
with several departments of the federal 
government. 


DISTRIBUTION OF INFORMATION 


During the past year marked progress 
was made in the distribution of informa- 
tion about the Institute among account- 
ants throughout the country, and in ex- 
change of opinion among members of the 
profession everywhere. This was accom- 
plished through various channels. Five 
special reports dealing with activities of the 
Institute were widely distributed in pamph- 
let form. The special committee on de- 
velopment of the Institute, consisting of 
representatives in 67 cities, was most help- 
ful in increasing knowledge about the In- 
stitute’s acts and purposes in their respec- 
tive vicinities. Officers, council members 
and committee chairmen have attended 
more than 25 meetings of accountants in 
all parts of the country, involving many 
thousands of miles of travel. Through the 
medium of the public press the Institute has 
obtained a larger measure of public recog- 
nition than ever before. Hundreds of 
newspaper and magazine items mentioning 
the Institute by name have been received 
through press-clipping services. 

The Institute has been in frequent com- 
munication with state societies of certified 
public accountants and early this fall it 
entered into a cooperative arrangement 
with state societies which it is hoped will 
result in even freer exchange of informa- 
tion than has been possible in the past. 


STATE LEGISLATION 


One of the subjects actively discussed in 
many states in recent years is restrictive 
accountancy legislation. The Institute’s 
committee on state legislation has made a 
careful study of this subject and has as- 
sembled an enormous amount of informa- 
tion bearing on every argument for or 
against restrictive laws. As a result of 
this study the committee has expressed the 
opinion that restrictive bills of the so-called 
two-class type are not to the best interests 
of the certified public accountant nor of the 
business public. After consideration of the 
committee’s report, copies of which are 
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available in pamphlet form, the council 
adopted a resolution—recommended by the 
committee, the text of which appeared in 
the November Bulletin. 

The committee on state legislation also 
made an analysis of all the accountancy 
laws now in existence and in an appendix 
to its report, which will appear in the 
Yearbook, recommended changes in the 
direction of uniformly high standards. The 
committee corresponded at length with ac- 
countants in states where amendments to 
accountancy laws have been under con- 
sideration and has received many expres- 
sions of appreciation for its assistance. 


BENEVOLENT FUND 


The American Institute Benevolent 
Fund, Inc., established last year and main- 
tained through voluntary subscriptions to 
extend financial aid to aged and needy mem- 
bers of the Institute, has already demon- 
strated that its organization was none too 
soon. During the past year the fund has 
relieved several members of extreme hard- 
ships, and its record has stimulated addi- 
tional contributions this year to meet the 
needs which are expected. 


PUBLICATIONS 


The Journal of Accountancy, official 
magazine of the Institute, is celebrating the 
thirtieth year of its publication with a ris- 
ing circulation after the steady decline of 
the depression years. The monthly Bul- 
letin, an increasingly important vehicle of 
accountancy news, is also enjoying an in- 
crease in circulation. 

The American Institute Publishing Co., 
Inc., continues to produce technical books 
written particularly for the professional 
public accountant, many of which would 
never find their way into print if this 
agency of publication did not exist. The 
fact that the Institute’s publishing affili- 
ate will produce works of merit and value 
without regard to profit is one important 
reason why it is of peculiar benefit to the 
profession. This fact, by the way, does not 
prevent the company from operating dt a 
profit, which it has done annually. 

The Accounts of an Oil Company was 
an outstanding contribution of the past 
year. The Nature of Dividends is sched- 


uled for early publication. 


LIBRARY 


The library of the Institute, supported 
by the endowment fund, which represents 
an investment of more than $200,000, con- 
tinues to render services to individual ac- 
countants which frequently are of inestim- 
able value. The library’s collection of 
some 14,000 books and pamphlets consti- 
tutes an accumulation of matter about ac- 
counting and related subjects which is un- 
surpassed. The librarians answered more 
than 8,000 inquiries last year ranging all 
the way from requests for references to 
published works on certain subjects to ques- 
tions involving technical problems on which 
no published matter is available. Inquiries 
of the latter type are dealt with through the 
bureau of information. Several thousand 
visitors were received in the library and 
many books and pamphlets were lent to 
members from the circulating collection. 


‘TAXATION 


The committee on federal legislation, 
besides filing with congress a brief con- 
taining recommendations on the 1934 rev- 
nue bill, gave considerable attention to 
treasury decision 4422, dealing with com- 
putation of depreciation allowances. It 
may be desirable in the near future for 
the Institute to make specific recommenda- 
tions to the treasury department dealing 
with the application of the new regulations. 
T. D. 4416 has also been the subject of 
consideration, and the committee believes 
that its efforts were partly responsible for 
the acceptance by the department of qual- 
ified affidavits from accountants assisting 
taxpayers in the preparation of returns. 


ACCOUNTING PROCEDURE 


A memorandum on treatment of foreign 
exchange in accounts of American com- 
panies with foreign subsidiaries was pre- 
pared by the special committee on account- 
ing procedure and was published in the 
Bulletin. 


COOPERATION WITH BANKERS 


The special committee on codperation 
with bankers, acting jointly with a com- 
mittee of the Robert Morris Associates, 
published for general circulation a letter 
emphasizing the importance of independent 
audits as a basis for credit. 
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GOVERNMENTAL ACCOUNTING 


A bulletin entitled “Audits of govern- 
mental bodies,” prepared by the special 
committee on governmental accounting, 
was widely circulated among accountants 
and municipal officers. The special com- 
mittee also codperated actively with the 
national committee on municipal accounting 
in preparation of bulletins on principles of 
municipal accounting, bibliography of mu- 
nicipal accounting and suggested procedure 
for a municipal audit, all of which have 
been published during the past year. The 
present committee is codperating in other 
studies which are now in the course of 
preparation by the national committee. 


AMERICAN PETROLEUM INSTITUTE 


The special committee on _ inventories 
continued its discussions with the American 
Petroleum Institute on the problem of 
valuing inventories in the oil industry. 


NATURAL BusINEss YEAR 


A good deal of publicity in favor of 
the general adoption of natural fiscal years 
was obtained through the efforts of the 
special committee on natural business year, 
in newspapers and magazines and by means 
of circular letters to trade associations en- 
gaged in the formulation of codes. <A 
recommendation in favor of the natural 
year has also been submitted to the securi- 
ties and exchange commission. 


‘TERMINOLOGY 


Some 700 accounting terms, definitions 
of which were published in a tentative re- 
port entitled “Accounting terminology” in 
1931 have been completely revised after 
nearly three years of careful study. The 
special committee on terminology employed 
a technical assistant to assist in the revision 
with funds made available by the Amer- 
ican Institute of Accountants foundation. 
In addition the special committee enlisted 
the assistance of more than 100 specially 
selected members of the Institute, whose 
criticisms of the original definitions were 
of the utmost value. There remains only 
the work of reconciling differences of 
opinion among members of the special com- 
mittee on specific definitions, which is now 
in progress, before copies of the revised 
manuscript may be available for final re- 
view. 


MEMBERSHIP 


The membership of the Institute is now 
the largest in its history. At November 
15, 1934, the official figure was 2,387. 
During the past year there was a net gain 
of 143 in spite of heavy losses through 
death, resignation and non-payment of 
dues. Under the by-laws of the Institute 
members delinquent in payment of dues 
are dropped. 

In view of prevailing economic condi- 
tions the council resolved that initiation 
fees be refunded during the current fiscal 
year ending August 31, 1935. 


PHYSICAL RESOURCES 


The physical resources of the Institute 
have grown to an impressive size. A gen- 
erous endowment fund, the income of 
which has been only slightly reduced be- 
cause of the depression, permits the library 
and bureau of information to carry on their 
work. The Institute owns the building 
which it occupies and therefore operates at 
a lower overhead cost than would other- 
wise be the case. Recent increases in mem- 
bership have naturally increased the an- 
nual income from dues, out of which the 
expense of all general operations is met, 
so that the Institute has been able to in- 
crease rather than curtail its services to 
members during the recent difficult years. 
A permanent staff of 20 persons, most of 
whom have been with the Institute four 
many years, enables the work to be carried 
on with a maximum of efficiency. 


CONCLUSION 


The limitation of space in a summary 
of this kind necessarily prevents the inclu- 
sion of many details which might be of in- 
terest. It should be borne in mind that 
this report attempts only to touch the high 
spots of the year’s work, and members are 
again urged to refer to the Yearbook for 
more complete data. 

Extra copies of the Bulletin containing 
this report will be mailed to interested per- 
sons upon request. 


Lloyd Morey, of Urbana, has been made 
chairman of the subcommittee on termin- 
ology of the national committee on muni- 
cipal accounting. 


J z 
ey 
8 


Bulletin. of American Institute of Accountants 


Information Needed on Natural Busi- 
ness Year 


The chairman of the Institute’s special 
committee on the natural business year has 
suggested publication of the following state- 
ment in an effort to enlist the codperation 
of individual members everywhere in the 
work of his committee: 


“One of the effective methods of show- 
ing business and other organizations the 
advantages of adopting fiscal years which 
coincide with their natural years is that 
of direct approach by their auditors. In 
order to make an effective presentation of 
the case, the auditors need certain definite 
information. Some of the information 
which is particularly valuable fer this pur- 
pose can be obtained only from the books 
of account and other records of the organi- 
zations concerned. 


“Tt is suggested that such information 
can best be obtained now, if interim audit 
work is being done, and in other cases, 
within the next two or three months when 
auditors are in their clients’ offices to con- 
duct regular audits. 


“The information to be obtained may 
vary with different types of business, the 
time during which clients. have been in 
operation, the periods for which informa- 
tion is available and for other reasons. In 
many financial concerns, for example, 
monthly volume of business and seasonal 
fluctuations may be disclosed by tabulations 
of monthly balances of deposits and loans, 
instead of by tabulations of sales, produc- 
tion, inventories, etc. 


“The following items are presented to 
suggest the type of information which will 
be helpful in determining which organiza- 
tions have seasonal fluctuations and in pre- 
senting the advantages of the ‘natural busi- 
ness year’ to them: 


“1, Monthly sales. 
“2. Monthly production. 


“3. Monthly accounts-receivable 
ances. 


“4. Monthly inventory balances. 

“5. Monthly accounts-payable balances. 
“6. Monthly notes-payable balances. 

“7. Purpose or purposes for which ac- 


bal- 
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counting reports (clients’ own reports and 
auditors’ reports) are to be used. 


“8. Does the client use a budget? 


“9. If so, what is the fiscal period for 
which the client’s budget is prepared? 


“to. Name of client. 


“11. Nature of business (or other ac- 
tivity). 


“A tabulation for the most recent year 
would be of value. On the other hand, if 
it is practicable to obtain information for 
a number of years, including some years 
prior to 1930, more trustworthy conclusions 
can be drawn. 


“It is appreciated that obtaining informa-— 


tion of the kind which has been outlined 
may take some time, in the busy season, for 
which the auditors can not in most cases 
ask their clients to pay. Nevertheless, such 
information is necessary in most cases to 
determine whether or not a change to a 
natural year will be actually advantageous. 
Since such changes, if they are found ad- 
visable, are of considerable advantage both 
to the client and the accountant, it is be- 
lieved that the latter will find it worth 
while to undertake the preliminary work. 


“Information of the type outlined can 
be used advantageously by the auditors to: 


“1. Select those clients which have a 
natural business year ending at a date other 
than December 31st. 


“2. Determine the closing dates of the 
natural years of such clients. 


“3. Draw conclusions for presentation 
to the client as reasons for having the fiscal 
and natural years ending on the same date. 


“4. Furnish data to the Institute’s spe- 
cial committee on the natural business year 
(without names of clients, but after their 
permission has been obtained) for the com- 
mittee’s use in compiling information by 
industries, and obtaining other suggestions, 
which can be made available to members. 


“Copies of a form which is being used 
by one firm in obtaining information as out- 
lined are available, and a sample copy will 
be forwarded to any member of the Amer- 
ican Institute of Accountants upon request 
addressed to the Institute at its office at 
135 Cedar street, New York, N. Y.” 
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Pamphlet on Restrictive Legislation 


The report of the Institute’s committee 
on state legislation, containing the resolu- 
tion regarding restrictive accountancy leg- 
islation which was adopted by the council 
at its meeting on October 15th, has been 
published in pamphlet form for distribution 
to members of state boards, officers of local 
societies, members of council and others. 
Copies of the pamphlet are available at 
the office of the Institute to those members 
who may wish to place them in the hands 
of interested persons. 


Professional Ethics 


The chairman of the committee on pro- 
fessional ethics offers the following in- 
formation upon the work and prospects of 
his committee : 

“The magnitude of the work of the com- 
mittee on professional ethics is exemplified 
by the fact that 49 new cases were before 
the committee last year in addition to 10 
cases of which disposition had not been made 
at the beginning of the year. Among the 
49 new cases, 33 were in the nature of 
formal complaints alleging violation of 
rules of professional conduct or of account- 
ing principles and 16 were inquiries or re- 
quests for interpretation. In the latter 
category many were concerned primarily 
with accounting principles and procedure 
rather than with points of ethics. This year 
it is hoped that many of these questions of 
accounting principles can be referred to 
the special committee on development of 
accounting principles and thus relieve the 
committee on ethics of a task which does 
not properly belong to it. 

“Last year 22 cases were not closed, and 
these with three from prior years make a 
total of 25 referred to the present com- 
mittee. 

“While no doubt this year’s committee 
will have two or three meetings, many of 
the complaints and inquiries must be 
handled by correspondence. This involves 
an exchange of one or more letters with 
the member who prefers the charge, with 
the one accused and with the individual 
members of the committee. With such a 
volume of work in prospect it is the hope of 
the committee that it may not be compelled 
to consider complaints of minor character, 
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prompted possibly by grievances of a more 
or less petty nature. The committee has 
no desire to avoid any of the duties which 
attach to it, but it is of the belief that it 
can render a greater degree of service if 
its major activities can be devoted to mat- 
ters which have an important bearing upon 
the standing of the profession in its rela- 
tions with the business public. It is recog- 
nized by the committee that cases of real 
consequence are constantly arising which re- 
late solely to the professional relationship 
between members of the Institute alone. 
Of equal and perhaps greater importance, 
however, are those cases involving the re- 
lationship of the profession with the public, 
in which the issue is definitely joined with 
some public interest. The committee in- 
vites the codperation of the members of 
the Institute in making the work of the 
committee effective and helpful to the en- 
tire profession.” 


Northern Ohio Chapter 


The following officers were elected at 
the annual meeting of the Northern Ohio 
chapter of the American Institute of Ac- 
countants, November 12th, which was re- 
ported in the November Bulletin: Leonard 
Park, president; H. Brooke Davies, vice- 
president, and Lewis Wintermute, secre- 
tary-treasurer. 


Accountancy Twenty-Five. 
Dears Ago 


“The United States is one nation, not many, 
and the tides of commerce should not be ham- 
pered and restricted by state lines. Every 
business man, and every thoughtful observer, 
knows that such restrictions do now exist and 
is interested in means looking to their removal. 
The laws respecting the formation of corpora- 
tions vary widely and frequently legitimate en- 
terprises are compelled to seek the advantages 
offered by the laws of another state, while at 
the other extreme are to be found other states 
whose laws afford an easy opportunity for the 
incorporation of all sorts of wildcat ventures. 

“The forms of annual or other reports that 
corporations are required to render to state 
authorities, for taxation or other purposes, are 
not alike in probably any two states, and in 
many the requirements are plainly impossible.” 

The Journal of Accountancy, Dec., 1909. 
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Cooperation with State Societies 

To effect closer coéperation between the 
Institute and state societies of certified 
public accountants a plan has been put in 
effect which, it is hoped, will facilitate co- 
ordination of the activities of members of 
the profession throughout the country. 

The plan was announced to the state 
societies on September 7th. It was pointed 
out that there are at present a great many 
problems which should have the concerted 
attention of accountants everywhere and 
that there should be some means for bring- 
ing the collective wisdom of the profession 
to bear on these problems. It was sug- 
gested that the Institute might send to 
each state society a periodical letter con- 
taining information of particular interest 
to officers or other members of state socie- 
ties. Such information was described as 
follows: 

1. News of national importance arising 
out of federal government activity or other- 
wise. 

2. Problems arising in various states 
having national or inter-state significance. 

The Institute undertook to provide for 
distribution of this information and asked 
for the codperation of all local societies. It 
was suggested that special committees of the 
state societies be appointed and charged 
with the duty of keeping the Institute cur- 
rently informed on professional affairs in 
the various states. 

A number of societies proceeded im- 
mediately to make the necessary appoint- 
ments. Others indicated that the appoint- 
ments would be made shortly. 

The first special letter to state societies 
was mailed by the Institute on December 
3rd. It contained discussion of the possi- 
ble enactment of a federal corporation law 
and possible new federal taxation leg- 
islation, and it invited expressions of opinion 
on these matters. A plan for purchase of 
office supplies by a state society was also 
described. 

The letter was mailed to the president 
and secretary of each state society and, in 
the case of societies which have appointed 
committees, to the members of that com- 
mittee. 

Fojlowing are the states in which the 
accredited societies have already made _ ar- 
rangements to codperate in this plan: 


Alabama 
Georgia 
Illinois 

lowa 
Louisiana 
Maryland 
Massachusetts 
Michigan 
Nebraska 
New Jersey 
New Mexico 
North Carolina 
Ohio 
Pennsylvania 
Rhode Island 
Texas 

Utah 
Washington 
Wisconsin 
Wyoming 


Other societies have authorized the ap- 
pointment of committees. In some instances 
the matter has been referred to incoming 
administrations with a recommendation for 
favorable action. 


Convention of National Association 


of Securities Commissioners 


The American Institute of Accountants 
was represented at the annual convention 
of the National Association of Securities 
Commissioners at New Orleans, Novem- 
ber 12th, 13th and 14th, by Archie M. 
Smith, a member of the council. 

The association heard addresses on re- 
cent legislation governing the marketing of 
securities, among them the following: 

“Investment banking under modern con- 
ditions,” by Ralph T. Crane, president of 
the Investment Bankers Association. 

“Stock exchange supervision,” by James 
M. Landis, member of the securities and 
exchange commission. 

“Federal regulation of securities,” by 
Baldwin B. Bane, executive administrator 
of the securities and exchange commission. 

“Securities markets and exchanges,” by 
William A. Lockwood, of the New York 
curb exchange. 

Mr. Smith was introduced to the gather- 
ing and responded briefly, saying that the 
Institute stood ready to codperate with 
securities commissioners in consideration of 
matters affecting accounting. 
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Institutional Accounting 


The first topic on the program of round- 
table discussions held on October 17th 
during the annual meeting of the Institute 
at Chicago was institutional accounting. 
The discussion, under the chairmanship of 
Eric L. Kohler, of Chicago, was led by 
H. C. Daines, assistant comptroller and 
associate professor of accounting at the 
University of Chicago. The purpose of 
the discussion was to bring out the distinc- 
tion between institutional accounting and 
accounting for general business activities. 

The following is not a complete report- 
ing of the discussion, but rather a para- 
phrasing of the significant contributions of 
the principal speakers. In introducing the 
subject, Mr. Daines said: 


Accounting for non-profit enterprises or in- 
stitutions should be in accordance with the gen- 
erally accepted principles for business account- 
ing except where it can be shown that the 
conditions are so different that they warrant 
a difference in purpose, objective and presenta- 

Business accounting has been largely deter- 
mined by profit considerations, and particularly 
by the decisions of courts with reference to 
what are profits that are legally available for 
dividends. . . . In institutional accounting no 
such considerations need be had. An institu- 
tion is a non-profit enterprise, and therefore 
its method of determining its income can be 
quite different from that of business accounting 
if the conditions warrant... . 


Institutions are holders of funds which are 
accounting entities in themselves and _institu- 
tional accounting must account for each of 
these as entities and for the financial affairs of 
the institution as a whole. Therefore, institu- 
tional accountants have devised balance-sheets 
which differ greatly from the usual commercial 
balance-sheet. Assets are arranged in terms of 
funds rather than in terms of liquidity or in the 
order of assets, liabilities and proprietorship. 


It is regarded as good practice in institu- 
tional accounting to disregard depreciation on 
plant assets. Where, however, endowment 
funds hold real estate, which is a wasting as- 
set, their depreciation must be provided to 
maintain the principal of the fund. 


With educational equipment it is general 
practice to charge all replacements as an oper- 
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ating expense. When an institution operates 
a business enterprise of some kind, such as a 
printing plant, it may be desirable to set up 
an accounting for that enterprise which would 
show its profit and loss as it might be shown 
were it an independent enterprise, in which 
case depreciation should be provided for. 

An important question in institutional ac- 
counting is involved in the transfer of invest- 
ments from one fund to another. Should it be 
on the basis of book or market value? In ac- 
counting for business, book value would be 
considered the proper basis for the transfer, 
but in the case of institutions, where the equity 
of each individual fund must be considered, 
market value may be considered the proper 
basis. This introduces the problem of increas- 
ing and decreasing the total assets of the 
institution by mere transfer of securities and 
investments between funds. 

Lloyd Morey, chairman of the national 
committee on standard reports for institu- 
tions of higher learning, said: 

With respect to the balance-sheet, aside 
from the importance of segregating assets and 
obligations as they exist among the different 
funds and fund groups, one of the significant 
features is that the present value of assets is 
not a matter of particular significance in in- 
stitutional accounting. The great majority of 
securities and investments owned by an insti- 
tution belong to endowment funds. The 
investment of such funds is usually on a 
long-time basis. Consequently, while it is of 
internal interest to know the market value 
of securities from time to time, for balance- 
sheet purposes it is not vital and essential to 
readjust those to current values periodically. 
The principal of an endowment fund should 
not be written up or down unless there has 
been an actual profit or loss through the dis- 
position of some part of the securities. . . . 

It is entirely possible to determine the actual 
cost of operating and maintaining an institu- 
tion, including all elements of cost, such as 
allocation of depreciation to each successive 
year. The national committee on standard re- 
ports for institutions of higher education will 
shortly publish a volume containing an outline 
of procedure for cost accounting in an_insti- 
tution, including the proper allocation not only 
of depreciation but all current expenditures to 
each department of the institution, and a re- 
sulting estimate, at least, of the per capita or 
unit expense of the institution. 
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Treasury Department Practice Reg- 
ulations 


The revised regulations governing prac- 
tice of accountants and others before the 
United States treasury department, prom- 
ulgated as circular No. 230 on October 
1st, have been widely discussed in the ac- 
counting profession. Comment has been 
generally favorable and criticism directed 
only at a few particular clauses. 

It is understood that the purpose of the 
revision was to eliminate wherever possible 
unethical and incompetent practitioners. 
In particular it was planned to set forth in 
more detail the causes for disbarment. 

These purposes are reflected in the pub- 
lished regulations. The necessary qualifi- 
cations for enrolment remain generally the 
same as set by the earlier regulations. 
Licensed attorneys and certified public ac- 
countants are recognized and all others are 
required to present convincing evidence that 
they possess the essential educational back- 
ground, technical knowledge and ability. 
The new regulations also list specific rea- 
sons for which enrolment may be denied. 

Whereas the regulations had previously 
listed only 18 causes for disbarment, they 
now list 58. The additions are largely 
particularizations of more general rules of 
former regulations. Greater emphasis is 
placed on negligence in the preparation of 
statements, which had previously been cov- 
ered in one general rule. A new rule, de- 
signed to prevent a practice about which 
there has been considerable complaint, is as 
follows: 


“Soliciting employment by advising a person 
not already a client, or by having another per- 
son advise him, that he has a meritorius claim 
against the government or a meritorius de- 
fense to a liability asserted by the government. 
The foregoing shall in no case apply to advice 
given in response to a request for an opinion.” 


The following rule has caused wide com- 
ment: 


“Becoming or being, after the effective date 
of these regulations, a member of a partnership 
in which any member is an unenrolled person 
who is neither an attorney, a certified public 
accountant, nor a public accountant: Provided, 
that an attorney or agent who is a member 
of such a partnership on the date these regu- 


lations become effective shall have 60 days 
from said effective date in which to terminate 
such connection.” 


The following paragraph has also re- 
ceived particular attention: 


“Every enrolled attorney or agent practising 
as an individual shall use his legal name in the 
conduct of his practice; the term ‘company,’ 
‘associates,’ or language of similar import shall 
be used only by a bona fide partnership con- 
sisting of two or more members, and all sta- 
tionery, advertisements and announcements of 
enrolled persons shall conform to the princi- 
ples herein stated.” 


The regulations go into more detailed 
discussion of contingent fees than before, 
stating the circumstances in which they 
are permitted and requiring the filing of 
statements setting forth the basis of such 
contracts. They provide, in part, as fol- 
lows: 


“The department recognizes the propriety 
of making the payment of a fee contingent 
upon success in saving the client from addi- 
tional taxes or in recovering a refund, where 
the financial status of the client is such that 
otherwise he would be unable to obtain the 
services of an attorney or agent and the client 
desires that the compensation of his attorney 
or agent be determined on that basis, but no 
contingent fee shall be estimated solely on a 
percentage of the amount recovered or saved 
for the client. A fee payable on a contingent 
basis shall in no case exceed double the amount 
which would otherwise be deemed reasonable. 


“Contingent fees will be recognized as proper 
by the treasury department only in cases whose 
settlement involves litigation or extended nego- 
tiations with officials of the department, requir- 
ing preparation of briefs, conferences, the 
preparation and presentation of accounting data 
and analysis, or similar service.” 


A study of the members and’ associates 
admitted to the Institute during the year 
1933-1934 shows that of a gross total of 
234, 77 were from the eastern states, 64 
from the southern states, 60 from the mid- 
dle western and 33 from the far western. 

A total of thirty-two states are repre- 
sented in the new members admitted during 
this period. 


PROFESSIONAL ADVANCEMENT 


The survey committee of the New York 
State Society of Certified Public Account- 
ants, after a broad preliminary study of 
methods by which the interests of account- 
ants individually and societies of account- 
ants may be furthered, has selected one hun- 
dred representative members and submitted 
to them the following questionnaire: 

“1. Do you know any specific trade or 
business that does not extensively employ 
certified public accountants in the auditing 
of their books and the preparation of their 
statements? 

“2. Do you know of any trades that re- 
quire the preparation of figures or statisti- 
cal records for trade or governmental pur- 
poses that are not prepared by certified 
public accountants and could be compiled 
better by them? 

“3. Do you in your practice have any 
specific cases wherein governmental em- 
ployees or tax agents prepare income-tax 
returns, thus depriving you of an income 
from your clientele? 

“4. Through your practice, do you find 
that your clientele would agree and ap- 
prove of a state law whereby audits by 
certified public accountants must be made 
for the benefit of stockholders if the cor- 
poration has over $100,000 capital ? 

“5. Does your relationship with your 
clients show a greater trend towards 
monthly audits than previously?” 


SERVICE DEVELOPMENT 


The service development committee of 
the Los Angeles chapter of the California 
State Society of Certified Public Account- 
ants recently circulated a questionnaire 
whose general purpose is indicated in the 
following quotation from its covering let- 
ter: 

“The committee believes that the gen- 
eral objective can be worked out effectively 
by means of two steps: 

“1, Clearer definition of the types of 
specialization occurring in or inherent in 
public accounting practice, and 

“2. A sorting out and recognition within 
the profession of those accountants in local 
practice who can now qualify or who wish 
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ACTIVITIES OF LOCAL SOCIETIES 


later to qualify as admitted specialists in 
specific fields. 

“As a general approach, the committee 
hands you herewith a questionnaire to as- 
certain from you as a chapter member (1) 
your opinion as to the most desirable or 
essential phases of specialization by types 
of service and by types of business and (2) 
the extent to which you or members of 
your organization are willing to participate. 


“You are requested to do as follows: 


“1, Indicate on the questionnaire addi- 
tional fields of specialization in which you 
are particularly interested. 

“2. Indicate yourself or some member 


of your organization whom you know as 
(a) qualified, and 
(b) willing to assume the leadership 
of a group to be organized as a specialty 
discussion and study class, stating the 
selected type of service or classification 
of business. 


“3. Indicate (with names) yourself and 
members of your organization as willing 
to join such discussion groups for the pur- 
pose of developing within yourselves addi- 
tional specialized knowledge, indicating 
further what specialties are desired. 


STATE LEGISLATION 


The Ohio Society of Certified Public 
Accountants, preparing to defend the ac- 
countancy laws of the state from undesir- 
able amendment, has adopted a departure 
from the usual in appointing a committee 
on legislation. It was announced in the 
November Bulletin of the society, as fol- 
lows: 


“At the fall meeting of the society held 
in Cincinnati the suggestion was made that 
every member be requested to serve on the 
legislation committee. ‘This was a splendid 
idea because, the society having been noti- 
fied that the public accountants intend to 
introduce at the coming legislature another 
bill which includes a waiver, it will require 
our combined efforts to prevent the enact- 
ment of this measure. Therefore, you are 
hereby appointed to this important com- 
mittee and you are urged to assume this 
responsibility and to stand ready to contact 
your state legislators at the proper time.” 
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MEETINGS AND ELECTIONS 


California 


The Los Angeles chapter of the California 
State Society of Certified Public Accountants 
met on November roth at the Elk’s Temple for 
discussion of various economic and accounting 
subjects. 


The principal speaker was E. W. Ellis, eco- 
nomic and financial consultant. His subject 
was “Price policy of the administration in- 
volving inflation, managed currency, gold basis 
and government purchases of gold and silver.” 
His address was followed by round-table dis- 
cussion. 


Myron J. Boedecker was in charge of the 
month’s discussion of current events. J. C. 
Thomson reported on a recent special investi- 
gation of market conditions in a garment- 
manufacturing industry. 


The chapter met recently with the Los 
Angeles chapter of the National Association of 
Cost Accountants. The principal speaker was 
Eric A. Camman, president of the national 
association, who discussed “The effect of 
N. I. R. A. on cost accounting and standard 
costs.” Mr. Camman distributed a mimeo- 
graphed form on which was outlined a basic 
budget for an industry, illustrating the points 
brought forward in his address. 


Mr. Camman was introduced by Stuart C. 
McLeod, national secretary of the association. 


Connecticut 


Members of the Connecticut Society of Cer- 
tified Public Accountants, meeting on Novem- 
ber 23rd at New Haven, heard Walter A. 
Staub, president of the New York State Society 
of Certified Public Accountants, speak on “The 
new federal income-tax laws.” Frank Novaro, 
of New Haven, was in charge of arrangements 
for the meeting. 


Georgia 


The board of directors of the Georgia 
Society of Certified Public Accountants met 
on November 23rd with a group of Macon 
members to lay plans for the reorganization 
of the local chapter of the society. 

Those present included: R. L. Holland, presi- 
dent of the state society; George C. Baird, 
W. J. Carter, N. H. Cann and H. F. Meyer, 
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members of the board; T. E. Williams, Jr., 
L. E. Campbell, Brooks Geoghegan, Truman 
W. Clifton, J. B. Meyer, Howard Bivins, Sid- 
ney Backer and R. W. Gober. 


It was planned to effect formal reorganiza- 
tion at a meeting in December. 


Massachusetts 


The third meeting of the season of the Massa- 
chusetts Society of Certified Public Account- 
ants was held at the Boston chamber of com- 
merce building on November 26th. Richard D. 
Seamans, president of the society, appointed 
Earle M. French chairman of the meeting and 
leader of discussion. 


The principal speaker was Malcolm P. Mc- 
Nair, professor of marketing and managing 
director of the bureau of business research at 
the Harvard graduate school of business ad- 
ministration. He spoke on department-store 
accounting. Before his address copies of 
model balance-sheets and profit-and-loss state- 
ments designed for use by department stores 
were distributed. 


New Jersey 


Two addresses by prominent educators were 
heard by members of the New Jersey Society 
of Certified Public Accountants at their regu- 
lar monthly meeting at the Downtown club, 
Newark, on November 8th. 


Arthur S. Dewing, of the graduate school 
of business administration, Harvard Uni- 
versity, spoke on “The changing postulate of 
accounting theory,” in which he reviewed the 
various theories of valuation. 

Inflation and devaluation of the currency 
were discussed by Walter E. Spahr, chairman 
of the department of economics at New York 
University, in an address entitled “The cur- 
rency situation and business conditions.” He 
compared present conditions with other periods 
of financial stress in the United States and for- 
eign countries and indicated how present poli- 
cies are likely to affect the chances of recovery. 


Philip S. Suffern, president of the society, 
presided. It was announced that a placque 
in memory of the late Joseph C. Myer had been 
placed in the library of St. John’s college, 
Brooklyn. 
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Oklahoma 


The annual meeting of the Oklahoma Society 
of Certified Public Accountants was held at 
Oklahoma City on November 23rd and 24th.. 

The first business session was opened by 
George F. Winters, the retiring president. Re- 
ports were presented by the presidents of the 
society’s chapters and by the state officers. In 
the afternoon of the 23rd, two addresses were 
delivered. W. L. Clark spoke on “Administra- 
tive simplification of the Oklahoma income 
tax” and J. A. Padon on ‘Accountants’ certifi- 
cates.” 

On November 24th, Maxwell M. Mahany, 
of Oklahoma City, discussed technical prob- 
lems in the administration of state and federal 
tax statutes, and Elmo Thompson, president of 
the Tulsa chamber of commerce, spoke on 
“Business and accountants.” 

The following officers were elected: Thomas 
F. Carey, of Oklahoma City, president; Virgil 
G. Tilly, of Tulsa, treasurer, and Albert W. 
Cory, of Oklahoma City, secretary. 


Pennsylvania 
PHILADELPHIA 


The Philadelphia chapter of the Pennsylvania 
Institute of Certified Public Accountants held a 


R. J. Allison and R. W. Paulsen, form- 
erly of the firm of Allison, Paulsen & Bell, 
Davenport, have announced that they will 
continue practice under their individual 
names at 716 and 717 Kahl building, re- 
spectively. 


Hood & Strong announce the removal of 
their offices to 1720,Shell building, 100 
Bush street, San Francisco. 


C. W. Ostertag has announced the re- 


moval of his offices to 22 East 4oth street, 
New York. 


The Berlin office of Price, Waterhouse 
& Co. has announced the admission of 
Willem Voors to partnership in the firm. 


H. V. Robertson & Co. announce the re- 
moval of their offices to suite No. 914, 
Oliver-Eakle building, Amarillo, Texas. 
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joint meeting with the Philadelphia chapter of 
the Robert Morris Associates at the Manufac- 
turers and Bankers.club, November 2tst. 

Philip F. Gray, national chairman of 
Robert Morris Associates’ committee on 
operation with public accountants, was 
guest speaker. He discussed “The income 
count for credit purposes.” 

A prepared list of questions on accounting 
procedure, offered by the Robert Morris As- 
sociates, was answered by accountants and con- 
siderable discussion accompanied the study of 
each problem. 
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Tennessee 


At a recent meeting of the Knoxville chapter 
of the Tennessee Society of Certified Public 
Accountants it was voted to draft recommenda- 
tions for a centralized accounting and bud- 
getary-control system for all governmental 
units within the state having a _ population 
above a fixed minimum. Action was taken 
after a proposal that the chapter support 
recommendations of the Tennessee taxpayers 
association that such a system be provided in 
Knox county. 

At this meeting B. A. Timmons addressed the 
members on “Changes in the 1934 revenue act 
as compared to prior acts.” 


Temple, Brissman & Co., of St. Paul, 
have announced the retirement of Lorenz 
A. Ristau as a partner. Mr. Ristau has 
announced the opening of offices in the 
ae National Bank building, Mason City, 
owa. 


Joseph A. Boulay, of Minneapolis, is 
chairman of the committee on taxation and 
governmental expenditures of the Minne- 
apolis junior association of commerce. 


J. Chester Crandell, of Boston, ad- 


-\ § dressed the annual conference of New Eng- 
jland State Tax Officials Association at 


\New Haven on November 16th on “Sug- 
gestions for improving tax forms.” 


I. B. McGladrey, of Cedar Rapids, re- 
cently addressed the Cedar Rapids asso- 
ciation of credit men on “Uses and abuses 
of credit.” 
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